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T

ake me out to the ball game. (Missoula Osprey, Minor
League Baseball’
s Pioneer League.)
Take me out with the crowd. (56,052 attended regular
season home games during the Osprey’
s inaugural season in
Missoula, an average o f 1,476 per game.)
Buy me some peanuts and Cracker Jacks. ($1.50 and $2 a
bag, available at concession stands or from grandstand
vendors.)
I don’
t care if I never get back. (Mike Ellis, president and
principal owner o f the Osprey, moved his Class A club to
Missoula from Lethbridge, Alberta, and has committed to a 10year lease o f the $7.9 million civic stadium proposed along the
Clark Fork River.)
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Oh, it’
s root, root, root for the home team. If they don’
t win,
it’
s a shame. For it’
s one, two, three strikes you’
re out, at the old
ball game. (Despite a citizen initiative that seeks to strip $1
million of urban renewal money from the stadium project, Ellis
insists his team is in Missoula to stay— “
next year and many
years thereafter.”
)
When, in November 1998, Mike Ellis announced plans to
relocate his minor-league baseball team to Missoula, a group of
local investors and baseball enthusiasts promised to build a
riverfront stadium for the rookie club. Said the local boosters to
Ellis: “
Come, and we will build it.”
Former Montana congressman Pat Williams called the
possibility o f professional baseball on a summer’
s night in
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Missoula “
pure poetry”and signed on as a founding member of
Play Ball Missoula— the group that courted minor-league
baseball and promised to provide a suitable stadium.
Mayor Mike Kadas, admittedly not a baseball fan,
nonetheless supported the proposal for a riverside stadium as “
a
place where we can enjoy each other, our children, and our
friends.”
And Tommy Jones, director of minor-league operations for
the Arizona Diamondbacks (the Osprey’
s Major League
affiliate), predicted that Missoula would soon be “
the crown
jewel”o f the Pioneer League.
But neighbors of the proposed stadium quickly organized in
opposition to the project, citing the specter of noise, lights,
traffic, parking problems, litter and unruly fans. So Play Ball
Missoula suggested an alternative stadium site south of
Domblaser Stadium, at the base o f Mount Sentinel. That
neighborhood also balked— loudly and with 1,000 signatures of
protest delivered to The University o f Montana’
s Board of
Regents, owners o f the land. So Play Ball went back to the
riverfront
Now comes the citizen initiative on November’
s general
election ballot, asking voters to rescind the Missoula
Redevelopment Agency’
s offer o f $1 million for walking and
biking trails, and street and parking improvements. Now come
questions, not only o f the stadium’
s potential impact on nearby
residential neighborhoods, but also o f minor-league baseball’
s
impact on Missoula and the local economy.
“
If you build it,”ask stadium critics, “
how can you be certain
they will come?”

Resurgence of the Minor League

Interest in minor-league baseball was rekindled in the 1980s
and continues to increase. By the end o f June this year, minorleague attendance topped 18.5 million— nearly a full season’
s
attendance a little over a decade ago. By year’
s end, that
number is likely to top a record 36 million.
Minor-league attendance has, in fact, increased each year
since 1987. This year’
s spurt is being lead by two Pacific Coast
League teams— Sacramento and Memphis— which are
averaging more than 11,000 fans a game. Both teams are in
new ballparks, Memphis in the $80.5-million AutoZone Park,
Sacramento’
s RiverCats in their first season in California after a
move from Vancouver.
Six minor-league teams surpassed their 1999 full-season
attendance by the 2000 season’
s mid-point: Memphis,
Knoxville, New Britain, Round Rock, Dayton, and
Sacramento.
Such enthusiasm is newfound, said Arthur T. Johnson, a
political science professor at the University o f MarylandBaltimore County and author o f “
Minor League Baseball and
Economic Development.”
“
Minor-league baseball suffered severe financial problems
and loss o f fan interest in the 1950s,”Johnson said. The
televising o f major-league baseball in minor-league territories
took a big chunk out o f the attendance base, Johnson said. So
did the relocation o f some major-league teams, again into
minor-league territories. And there were simply more leisure
time options to choose from in the post-war era. The number of
minor-league teams plummeted— from 448 teams (in 59

Figure 1
Minor League Attendance, 1946-1999

Sources: Orange Book, 1990 (St. Petersburg, Fla., National Association of Professional
Baseball Leagues, 1990) and www.minorleaguebaseball.com.
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Figure 2
The Economic Impact of
Minor League Baseball Teams,
Five Tiers

Source: Johnson, Arthur T., “
Minor League Baseball and Economic
Development.”

leagues) in 1949 to 152 teams in 1960. Able to subsidize their
race with Sacramento is “
about pride and baseball and civic
major-league owners prior to the 1950s, minor-league teams
responsibility.”Said Calkins: “
In Memphis, fans come for the
became a financial liability, Johnson said. From 1974-1979,
barbecue nachos, the Bluff, the lively entry plaza. In
major-league clubs showed annual operating losses ranging
Sacramento, fans come for the burritos, the view o f the skyline,
from $459,746 to $954,050 per minor-league team. Not
the business center where you can send free e-mails.”
surprisingly, the minor-league clubs went on the market and
“
Team representatives identified their competition not solely
many o f those that sold went for a few
as other sports activities, but as any
thousand dollars.
opportunity that competes for an
With the resurgence o f the 1990s
individual’
s leisure time,”Johnson said,
came sharply higher price tags for minor“
whether it be major-league games on
M inor-league teams
league teams— hundreds o f thousands of
television, participant sports such as
dollars for Class A clubs, millions for
softball or hiking, or more passive
in sm aller cities may
AAA teams. The Buffalo franchise that
entertainment such as movies and
w ell bring real growth
sold for $800,000 in 1986 was valued at
concerts.”Thus the off-beat promotions
$8 million in 1990. The valuation
to the community,
and giveaways at minor-league games—
continues to increase.
dancing
the “
Funky Osprey”and
but the overall
Johnson attributes the renewed— and
cardboard cut-out horse races behind the
im pact o f the team
continuing— interest in minor-league
outfield fence at Missoula’
s home games.
play to an emphasis by team owners on
Thus
Funeral
Night,
a
promotion
that
is usually so sm all
entertainment. When Johnson
attracted national attention earlier this
that an econ om ic
interviewed owners and general
summer when the Charleston, S.C.,
managers for his book, the majority
RiverDogs and McAlister-Smith Funeral
constituency to
described their business as
Home presented a gift certificate for a
support the team
entertainment, not baseball. The owners
$6,OCX)funeral to one “
lucky”fan during
is difficult to find.
o f minor-league teams “
do not scout,
a game against Piedmont. (There was no
draft, or sign players,”he explained. “
A
time limit on the prize’
s redemption.)
team’
s managers and coaching staff are
assigned by the major-league club and take their instructions
from that organization, not from the minor league team’
s owner
But do minor-league sports mean m oney-econom ic
or general manager. In fact, the latter have little to do with
development— for smaller cities? Economists Mark Rosentraub
what happens on the field o f play.”
and David Swindell asked that question o f Fort Wayne, Ind.,
Again and again, the answer from team representatives was
in their case study, “
Just Say No? The Economic and Political
the same, Johnson said. “
They provide family entertainment—
Realities of a Small City’
s Investment in Minor-League
good clean fun.”Thus this description by Memphis Commercial
Baseball.”
Appeal columnist Geoff Calkins, who earlier this summer gave
Rosentraub and Swindell assessed five tiers o f economic
his fellow Memphians a call to action, saying the attendance
impact from minor-league baseball teams: new spending by fans

Community Impacts
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and teams, capital infrastructure, new jobs, tax
revenue increases, and psychological and
identity gains. They arrived at no one-size-fits-all
conclusion. Said their report: “
Minor-league
teams in smaller cities may well bring real growth
to the community, but the overall impact o f the
team is usually so small that an economic
constituency to support the team is difficult to
find.”
Baseball fans do spend money in a
community, they said, but ticket prices are
generally low for minor-league baseball.
(Missoula’
s Osprey, for example, charge $6 for
reserved bench seating, $3.75 for adult general
admission, $2.75 for children and senior
citizens.) Sales o f food, drinks and souvenirs
often bring in as much or more. Rosentraub and
Swindell estimated the potential yearly spending
of Fort Wayne baseball fans at $636,300,
including tickets and concessions.
But they cautioned against acceptance o f
that number without first answering two key
questions: How much o f that money would
come from outside Fort Wayne and therefore
represent potential real growth? And how much
of the money spent by Fort Wayne residents
would be a reallocation o f existing recreational
spending and therefore not new economic
growth? In Fort Wayne, they estimated that
$283,790 of the $636,300 would come from
nonresidents. And they decided that 72.7
percent o f the recreational spending by
hometown fans attending baseball games would
be a simple redistribution o f recreational
spending within the local economy. Adding in
an estimated $8 per fan for expenditures outside
the stadium, Rosentraub and Swindell estimated
total fan spending at $2.8 million, of which no
more than $773,008 would be new growth in
Fort Wayne’
s economy.
There would also be spending by the minorleague club, on player salaries and staff expenses. But
Rosentraub and Swindell emphasized that a minor-league team
is a small business. Teams hire relatively few full-time office
staff, they said. Johnson reached the same conclusion in his
case study o f Hoover, Alabama, a suburb of Birmingham and
one of that state’
s fastest-growing communities. In Hoover,
Johnson said, a minor-league baseball team would have
considerably less economic impact than the Riverchase
Galleria, the city’
s immense shopping mall— 3.3 million square
feet of retail/hotel/office space covering 135 acres o f land. More
important to Hoover was its interest in “
becoming a partner
with Birmingham and a major-league city in the state,”Johnson
said. A minor-league baseball team helped the city solidify its
image as an important community. “
City officials speak with

Photo by Nicole Cattaneo

pride about the stadium,”Johnson said. “
It was named Hoover
Metropolitan Stadium to identify it as an asset of the
Birmingham metropolitan area. The city o f Hoover and its
Chamber o f Commerce give the stadium high visibility in their
publications. The stadium has brought attention to Hoover
from within the state and region, as well as nationally from the
baseball industry. This is the significance of the stadium for
Hoover.”
Same came the story from Fort Wayne, where Rosentraub
and Swindell reported that “
a baseball team could help market
the city and enhance the city’
s identity in that people would
know the city exists, would know where it is located, and
would identify more closely with it.”O f course, critics o f Fort
Wayne’
s first, failed entry to minor league baseball believed the
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Figure 3
The Growth Model as a Logical Statement

to development several years earlier than expected by providing
arrival o f a Class A team would have underscored the city’
s
image as “
minor league.”Attract an AAA team, opponents
the infrastructure and anchor needed to attract other industrial
said, or stay out o f the baseball altogether. In the end,
and commercial interests, Johnson said.
researchers Rosentraub and Swindell
In Missoula, the Downtown Association
left the final word to city officials. “
If a
endorsed the riverfront stadium proposal
early on. Said M DA president Mark
city or its leadership decides that
A baseball team
participation in SportsWorld and the
Gorseth: “
The prospect o f a minor-league
cou ld help mar*
larger fabric o f American society is
ballpark just a walk from downtown is
k et the city and
necessary for the city’
s identity, then
wonderful. While no one should oversell
perhaps the investment should be
the economic benefit o f minor-league
enhance the
made and considered a marketing or
baseball, the existence o f 1,200 to 1,500
cityfs identity
development expense,”they said.
fans translates into potential customers
“
Although the economic impact o f a
within walking distance o f many
in that people
minor-league team will never be as
downtown establishments.”Over the past
w ould know the
large as the impact o f numerous other
16 years, Missoula has seen a downtown
activities, none o f those other activities
city exists, w ould
renaissance, Gorseth said. “
How many
offers the escapism and publicity of
other
places
in
the
country
can boast a
know where
sports.”
Farmer’
s Market, Carousel, Pavilion, Hoop
it is located, and
And there is, all three researchers
Fest, and Out-to-Lunch summer festival
said, the potential for a baseball club—
within blocks o f one another? These
w ould identify
and, more particularly, its stadium— to
activities enrich our downtown, giving it a
m ore closely
encourage economic development.
distinct sense o f place. The addition of
Where a stadium goes also goes the
with i t
minor-league baseball to this rich
potential for rejuvenation, they said. In
environment represents an appropriate and
Fort Wayne, locating the team
unique opportunity to further enhance the
downtown could have enhanced that part o f the city and
downtown experience.”
convinced other businesses to locate— or stay— there as well. In
But what is the essential riverfront experience? came the
Hoover, the stadium that was built opened a large tract o f land
reply from stadium opponents. Fair Play Missoula member
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Mavis McKelvey characterized the riverfront as “
a place of
quietude, a place o f reflection in the middle o f a busy city.”
Downtown businesses, she said, recognize the importance of
having such serenity nearby. So do Missoula citizens who live
near the river, said Swain Wolf, another Fair Play member.
“
Decades o f struggle to preserve and enhance the beauty and
serenity of the riverfront should not give way to a hastily
considered commercial venture,”he said. “
The stadium simply
does not fit.”
In November; Missoula voters will have a chance to show
their support for— or disapproval of—the proposal, although
Play Ball Missoula has said the stadium will be built with or

without redevelopment agency money. “
In the end,”said
researchers Rosentraub and Swindell, “
it remains for city
councils and voters to decide if the boys o f summer really
define a community’
s image, culture, quality o f life, and place
in the fabric o f American society, or if a minor-league baseball
team is simply an example o f big boys wanting big toys at
somebody else’
s expense.”
□

Sherry Devlin is a reporter for the M issoulian and teaches public
affairs reporting at The University of Montana School of
Journalism.
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Strike Up the Bandwidth
by Amy Joyner

M

ore and more Montana businesses are using the
Internet to conduct business, but the thousands o f
miles of fiber-optic lines spanning the country’
s fourth-largest
state aren’
t necessarily capable o f handling the escalating
demand for high-speed, reliable Internet access.
Ranked among the poorest in the nation for information
infrastructure, Montana is one o f the “
disconnected dozen”
states. As outlined in the Autumn 1999 issue o f the Montana
Business Quarterly, insufficient infrastructure may place the
state’
s citizens, businesses, and educators at a severe
disadvantage for competing in the new digital economy.
Addressing these infrastructure issues is o f utmost
importance as the Internet and e-commerce could be a
lifeline for Montana’
s ever-vulnerable economy.
E-business has created a borderless economy where
Montanans can do business with anyone connected to the
Internet; it could, in fact, make up for the problems caused
by Montana’
s geographic isolation.
And e-commerce couldn’
t have come at a better time,
with Montana’
s continuing dismal economic performance.
The U.S. Bureau o f Labor Statistics ranks Montana dead last
in the nation in average wages— $22,644 for an individual.
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And the U.S. Commerce Department puts the state at No.
47 in per capita personal income with $20,172, or $7,789 less
than Washington, the richest state in the Pacific
Northwest.
By reaching out to new markets via the Internet,
Montana can improve its dismal ratings. But the technology
must come first.
Continuing the M BQ’
s coverage o f e-business, this
article discusses the progress the state has made in the
technology battle and tells the stories o f several Montana
businesses that have succeeded in going live.

Dot-coms Struggle with State's
Broadband System

From their Bigfork cherry orchard, a couple who left the
Silicon Valley for a less chaotic lifestyle, runs AUag.com, an
Internet business that sells supplies to the nation’
s farmers
and ranchers.
In Cutbank, another Internet business, Streaming
Solutions Inc., expects to hire at least 100 new employees in
the next year, each with a starting salary o f at least $40,000.
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In Great Falls, a telecommunications
decent connections (256KorTl lines),
cooperative is testing the newest
rural areas are much more limited. Digital
B y reaching ou t
technology and offering its customers the
Subscriber Lines, which bring high-speed
to new markets
best bandwidth money can buy.
access to customers, are not readily
Missoula-based Vanns sells audio and
available in rural areas because o f the
via the Internet,
video systems online and will soon offer
high cost to provide them and the
Montana can
major appliances. Online sales for Vanns
relatively small number o f potential users.
amounted to $1 million in the month of
Wireless services may be able to
im prove its
December, 1999, and are now outpacing
overcome distance problems posed by
dism al ratings.
sales in brick and mortar stores.
traditional landlines, but they are not cost
Dot-com businesses are becoming
effective. In addition, a lack o f
B ut the
redundancy in the state’
s broadband
more visible in Montana (see related
technology
system increases the potential for the
stories). While the Internet has been good
m ust com e first.
system to go down for lengthy periods,
to these companies, all have grappled with
putting small rural businesses at a severe
technological challenges, namely
disadvantage.
bandwidth and the lack thereof.
To successfully conduct business
In fact, some companies have been
transactions over the Internet, broadband
forced to relocate servers to other states to
connectivity (in the form o f a T1 line or
reduce costs or improve service, while
other businesses have left the state because o f technological
better) is a necessity. It is virtually impossible to run extensive
problems. Last year, Montana natives Ian Lymann and Andrew
databases, take credit card payments, and interact with
McCann sold their Sonique Internet music player to Lycos
multiple customers with narrowband (a dial-up modem-style
because they couldn’
t get efficient and cost effective Internet
connection.)
access or skilled people within the state to work for them. State
Montana’
s rural areas— including towns as little as five miles
Connect, a Missoula-based information technology company,
outside a population center—suffer the most from lack o f high
moved its operation to Houston last fall. Other companies are
speed Internet access, according to Lynn Churchill, director of
struggling and may also end up leaving the state.
The University o f Montana’
s Information Technology Resource
Bandwidth is not only an issue for rural areas. Because
Center.
Montana has fallen behind in the deployment o f Internet
While the state’
s major population centers generally have
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ADSL: Asymmetric Digital Subscriber Line -a mechanism by
which data can b e transmitted across telephone lines. The
circuit needs to b e configured to connect tw o specified
locations. An alternative to traditional dial-up modems, ADSL
provides users with a faster connection, but is m ore costly.
Fiber O p tic: A technology by which data is transmitted using
light through glass fiber cable.
B a n dw idth : The maximum speed at which data can be
transmitted betw een computers in a network, usually
measured in bits-per-second. A full p a ge o f English text is about
16.000 bits. A fast m odem can m ove about 15,000 bits in on e
second. Full-motion, full-screen video w ould require roughly 10
million bits-per-second, depending on file compression.
In terco n n ect: A "fiber hotel" that optimizes the flow o f data
betw een telecommunications carriers. When many Internet
Service Providers provide high-speed access in a relatively small
geographic area, they are likely to join forces for m ore stable
data transmission.
LMDS (Local M ulti-point D istribu tion Service): A 28 GHz
band that offers line-of-sight coverage over distances up to 3-5
kilometers. It can deliver data and telephone services to 80,000
customers from a single node. LMDS is on e solution for
bringing high-bandwidth services to hom es and offices within
the "last mile" o f connectivity, an area w here cable or optical
fiber may not b e convenient or economical.
NAP (N etw ork A c c e s s Point): A place w here average
Internet users and businesses can get online at the highest
speed allowed by current technologies.
N o d e o r Hub: Central points that businesses and Internet
Service Providers must connect to in order to participate in ecom m erce and e-business.
Stream in g: O n e o f the fastest-growing Internet technologies
that allows Internet users to start displaying data before the
entire file has been transmitted via the modem. Most users d o
not have fast en ough access to dow nload large multimedia
files quickly. With streaming, the data recipient must b e able to
collect the data and send it as a steady stream to the applica
tion that is processing the data, and then convert it to sound or
pictures. This means that if the streaming client receives the
data m ore quickly than required, it needs to save the excess
data in a buffer. If the data doesn't co m e quickly enough,
however, the presentation o f live or pre-recorded events will
not b e smooth.
T1: The fastest speed com m only used to connect networks to
the Internet a leased TI line connection is capable o f carrying
data at 1,544.000 bits-per-second. At maximum theoretical
capacity, a T1 line could m ove a m egabyte in less than 10
seconds. That is still not fast en ough for full-screen, full-motion
video, for which you n eed at least 10 million bits-per-second.
T3: A leasecHine connection capable o f carrying data at
44.736.000 bits-per-second (or 45 megabits). This is m ore than
en ough to d o full-screen, full-motion video.
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access nodes, the state’
s Internet traffic must be routed
through nodes in Salt Lake City and Seattle. This lack of
easy access to the information superhighway is frustrating
and costly to businesses.
What’
s frustrating to UM’
s Churchill is the fact that
when someone at UM sends an e-mail message to
someone as near as downtown Missoula who is using a
different Internet Service Provider, the information may
travel from UM to Seattle, to San Francisco to Denver,
and back to Montana.
“
Anytime you send traffic along your Internet link,
you use up your bandwidth,”Churchill says. “
Anytime we
use bandwidth inefficiently, it raises our cost.”

Building Better Bandwidth

Churchill says one o f the best and most cost-effective
ways to bring better service to Montana is by having either
the private and/or public sector set up what’
s called an
Interconnect. These “
fiber hotels”optimize the flow of
data between telecommunications carriers and are a fairly
new idea in Montana. The first was launched in Billings
just months ago, and others are in the works for Missoula
and Helena (see sidebar, page 13.)
“
All this should make the commute a lot quicker for
Montanans who need to access the Internet from a high
speed on-ramp that’
s closer to home than Denver or
Seattle,”Churchill says.
Cooperation among county, city and state
governments, and private businesses is essential from a
technological standpoint, Churchill says. Politics should be
put aside and strategic alliances should be formed to
minimize the costs o f rectifying Montana’
s infrastructure
problem.
Other states have make high-speed access available in
all communities, large and small, by getting the K-12
schools connected. Washington state obtained high-speed
access when state officials mandated that all schools have
the best Internet services possible. In turn, businesses
could link to it once
the infrastructure was
in place.
The telecommuni
cations industry is
currently working to
bring better
connections to
Montana. Quest
(formerly US West) is
expanding its Digital
Subscriber Lines, and
rural tel-cos are
starting to deploy these
lines.
However, Churchill
notes, rural tel-cos
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need to recover their costs in one o f two ways— pay for the
infrastructure by federal subsidy, or have a business plan that
demonstrates the return on investment can be recovered. So
far, federal dollars have been slow in coming.
At its Butte headquarters, Touch America is installing
Local Multi-point Distribution Service (LMDS), which will
augment its already extensive fiber-optic infrastructure. Touch
America will have an 18,000-mile national presence by yearend 2000 and approximately 26,000 miles o f fiber by year-end
2001.
Recent press releases tout communications mergers
between the telecommunications subsidiary of the Montana
Power Co. and WirelessNorth, which could reach an
investment o f $20 million.
In another partnership between Touch America and
PF.Net, Touch America will receive approximately 5,900 miles
of fiber from PF.Net, extending Touch America’
s fiber-optic
network o f duct and fiber, built and under contract, from
16,000 miles to 22,000 miles. All segments are to be completed
by year-end 2001.
But, Churchill says, there are as many questions as answers
to fiber-optic and wireless solutions. “
What does it cost to put
that in place for the end user?”he asks. “
As well as for the
provider?”
Though Montana’
s congressional delegation is working on

solutions, Churchill says there are many obstacles to bringing
high-speed access to all o f Montana. For instance, there is a
ceiling on the amount o f financial assistance that the federal
government can give to rural tel-cos, he says. “
The small rural
towns are at the greatest risk,”he says.
Montana has a way to go to improve its high-tech ranking
o f 46thin the nation, but at least the state is making some
progress. Following are the stories of Montana companies on
the cutting edge o f technology.

Allag.com

One company that has kept its Internet-based operation in
Montana is Allag.com, an agricultural e-commerce company
that sells commonly used items to farmers and ranchers
nationwide. The small company has been on the Internet since
April 18, 2000, and recently signed a merger deal with
Farmbid.com.
Farmbid is a Florida-based company that also caters to the
agricultural industry by offering farmers and ranchers a forum
for communication, education, and trading goods and services.
Leaving executive careers behind in the Silicon Valley,
Steve Bryan and his wife, Mary, moved to Montana a few
years ago. In that time, they have become one o f the largest
cherry growers in the state with about 20,000 trees in their
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orchards near Yellow Bay
on Flathead Lake.
Allag’
s office is in
Bigfork. Steve serves as
president and CEO, while
Mary is vice president of
operations and oversees
Web-site development.
Visitors to Allag.com
are told, “
We recognized
that in such a time
critical, project oriented,
information-intensive
profession such as
farming, that parts,
products, and reliable
data on a wide variety o f
topics are not
conveniently available
from a single, easy-to-use,
online destination. In addition, a farm and ranch schedule is
not conducive to dropping everything to drive to town.”
The philosophy at Farmbid.com is similar: “
The use o f the
Internet, in most cases, levels the playing field as farmers along
with all users are no longer limited to products, services and
information due to geographical constraints. We realize that
time is the most precious resource to farmers; our goal at
Farmbid.com is to not only present a useful information tool on
the farm, but also provide products and services.”
Offering up-to-the-minute market figures for everything
from livestock prices to grain availability, Farmbid.com’
s CEO
Ted Farnsworth touts his company as the largest portal of its

kind, with 90,000 farmers registered as frequent visitors.
The merger o f Allag.com and Farmbid.com makes sense.
For the Bryans, Farmbid brings the sort o f online content
necessary to draw customers. For Farmbid, having an ecommerce engine gives it the financial punch necessary to boost
its information offerings.
“
We’
ll definitely be stronger,”Steve Bryan says. “
We have
the largest e-commerce offering in the ag industry, and Farmbid
has the most viewers for market quotes.”
O nce the merger is complete, Farmbid.com will be the
surviving name because o f the branding and loyal customer
base. “
The operation in Montana will grow,”Farnsworth
explains. “
Florida will handle the marketing and financial
aspects.”
From Montana, Steve Bryan will oversee commerce and
business development, while Mary Bryan will continue with
operations and site development, as well as managing a
technical team o f developers, artists, database management
people, and a customer service department. Farmbid has 23
employees in Florida, while the Montana division has eight
people on staff.
That’
s one appeal o f the merger: no one has to relocate.
“
It truly is a virtual company,”Farnsworth says. “
We see no
need for the Montana operation to move to Florida or the
Florida operation to move to Montana.”
Since the companies got together, communication and
interest has skyrocketed,”Mary Bryan says. “
That is the exciting
part. We like to talk to farmers and find out what their projects
and needs are, and what we need to provide them. We are all
very much in touch with farmers.”
Steve Bryan adds, “
They’
ll be able to save money buying
from us, and we are really creating a virtual cooperative online.”

Paying the Price
Although Montana's major cities already have, or are slated
to soon receive, the highest-speed Internet connections
available, only 20 to 30 mid-size Montana communities have
Internet connections at 256K or above, estimates UM's Lynn
Churchill, w h o also serves as director o f public sector relations
for the Montana Information Technology Development
Coalition.
“
It's not that you can't g e t it but it's very expensive on ce
you g et outside on e o f the major population centers,”he says.
Yet som e Montana companies are finding that a rural
location is not a death sentence for Internet-reliant business
operations, if they have the m oney to invest in better
technology.
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In Hamilton, retired computer systems guru Rob Ryan is
running an entrepreneur coaching bootcam p for would-be
entrepreneurs through his company. Entrepreneur America
(entrepreneur-america.com). The program, run out o f Ryan's
sprawling Roaring Lion Ranch, is designed to help people turn
ideas into profitable companies. While at the ranch, Ryan's
trainees n eed access to the Internet
Ryan teamed up with Kopavi Systems, Inc. o f Missoula
(kopavi.com) to bring a Tl line to a box at the e d g e o f his
ranch, and pays roughly $ 1,000 a month for the service.
Kopavi has 16 servers and tw o Tl lines.
So if rural businesses are willing to pay the price—$ 1,000
per month—they can g et the bandwidth.
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Streaming Solutions, Inc., ss-i.com
Though his work as a production foreman in the oil
industry didn’
t give him any computer know-how, Jim
Erikson and his three partners successfully ventured into
unknown territory in a litde-known Montana town,
Cutbank.
Erikson, president and chief executive officer of
Streaming Solutions, Inc. (SSI), first got the idea for his
business while trying to put a home video o f a man driving a
Harley Davidson into the sunset along Glacier’
s Going-tothe-Sun Road on the Internet.
The challenge o f creating the video for the Internet
inspired him to go into business. His company now offers
clients the latest in technology— full-screen, broadcastquality videos.
“
My partners and I had absolutely no computer
experience. None o f us had a computer, and none o f us had
been on the Internet,”he says. “
We started at the beginning
and bought equipment as we went. By the time we were
done, we knew more than other companies out there.”
SSI’
s first big client was Vision Net Inc., a Great Falls
company that hired them to provide interactive video
conferencing technology linking several Montana school
districts and colleges. SSI’
s streaming technology allows 70plus rural Montana schools to pool their resources and share
teachers and courses via video-conference courses.
Streaming is one o f the fastest-growing Internet technologies
that allows Internet users to start displaying data before the
entire file has been transmitted via the modem. It is
commonly used for live presentations and conferences.
Vision Net was so impressed with SSI’
s work that they
have signed on as one of its investors. In turn, Vision Net
brought high-speed Internet access to the Hi-Line
community.
SSI was the first to offer streaming video from the U.S.
Senate offices in Washington, D.C. They’
ve also done live
Internet broadcasts from The University o f Montana, and
reached overseas by coordinating the Internet video
component o f a commercial conference last year in Rome.
“
Ninety percent of our work is from other streaming
companies globally,”Erikson reports, adding that SSI is the
only streaming company he knows o f in Montana.
“
We are a backbone for other streaming companies
because we can put out higher-quality video than others.
.. .In the corporate structure, we do trailers for video
production companies — a sample o f a movie that is about
to come out.”Through SSI, these trailers can be viewed
online.
In Cutbank, population 3,(XX), SSI employs 10 people. In
the next year, SSI hopes to add 100 to 150 employees with
an average salary o f $40,000 to the team. Cutbank will be a
technical support center, while Erikson is looking at other
Montana communities to locate a branch office of
information technology professionals.
While bandwidth is a huge roadblock for many rural

B ook a R oom at M ontana’
s
First Fiber H otel
Early In 1999, a grou p o f businesses n eed ed a hotel
for their computers—not to sleep, but to keep their
com puter equipment safely awake 24 hours a day, seven
days a week.
So, Skyland Technologies open ed its doors in
dow ntow n Billings' Granite Tower, and high-tech
industries lined up to rent space. Mike Sheard, project
manager o f Skyland Technologies says: "It becam e
apparent that Vision Net and MAIN — Montana
Advanced Information Network — needed a place for
telecommunication equipment, which is fairly sensitive. It
has to have constant voltage levels and b e 100 percent
reliable with specialized fire protection and the environ
mental controls."
"It's pretty costly to provide the proper equipment to
h ouse this," Sheard says. "It wouldn't make sense for
both MAIN and Vision Net to buy their ow n equipm ent"
MAIN offers services to businesses to transport voice,
video, and data over fiber optic lines. Vision N et which is
comprised o f five Montana rural telephone cooperatives
has possibly the highest number o f Internet access
customers in the state.
Mike Strand, Skyland's president and head o f
Montana Independent Telecommunication Systems, an
industry association, formed the corporation to enhance
economic-development opportunities in rural areas o f
Montana and North Dakota.
Stand and Sheard ch ose the Granite Tower in Billings,
because Sheard says, 'The timing w as right, and a
generator existed outside building. So, if MPC (Montana
Power Company) g o e s down, Skyland remains live."
He points out that som e o f the country's largest
telecommunication companies—Western Telecom, MCI,
Global Crossing, US West, and Touch America—already
had wires throughout Granite Tower, which m ade the
location even more appropriate.
Skyland quickly took hold, installing 15 2-inch and 15
4-inch conduits that vertically span the 10-story building
from the basement to the roof. A cable vault outside the
building connects the conduit to utility poles running
into the basem ent Skyland w ent live at the end o f 1999.
"It was a substantial investment but it open ed up
tremendous help to MAIN, Vision Net and other carriers,"
Sheard says.
"We've really only hit the tip o f the iceberg here," he
adds. 'Tenants can g et almost anything they n eed out o f
that space. W e have access everywhere."
And it's not just any access, it's access called OC12,
which is much more powerful than the T3 access lines
that w ere on the technology forefront yesterday—in
"Internet time," Sheard says.
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communities, SSI has experienced no problems so far— largely
because o f Vision Net’
s efforts to bring rural Montana in line
with others in the online community.
“
For T1 access, Cutbank is located in one o f the best places
in the state,”Erikson says. “
We are able to have bandwidth
similar to Denver and Seattle through Calgary. We’
ve had
very, very little downtime.”

Vision Net

Much concern has been directed toward the lack of
Internet technology in the state’
s rural areas, but one company
has come forward with its own solutions.
Owned by five regional telephone cooperatives— Nemont,
Triangle, 3 Rivers, Northemtel and Blackfoot— Vision Net’
s
broadband network is based on state o f the art technology,
ATM (asynchronous transfer mode.) The company has a
network that stretches across the state, with hubs in Missoula,
Helena, Fairfield, Great Falls, Billings, and Glasgow.
Ron Wamick, general manger of Vision Net Inc., calls the
co-op a community development drive and says that with
12,000 customers, Vision Net is probably the biggest provider in
the state.
Through 12 employees and engineers contracted from the
five telephone cooperatives, Vision Net provides dedicated
lines to schools, libraries, businesses, hospitals, and county
government offices across the state. The company also offers
Web hosting and e-mail services.

Vision Net’
s customer base is about 95 percent individual
consumer oriented, Wamick reports, “
but as for as the
bandwidth that travels across the network, 50 percent is
business and education combined. There are fewer users
there, but they consume far more bandwidth. Their needs
are higher.”
“
Tel-cos are starting to turn up ADSL (asynchronous
digital subscriber lines), which replaces traditional dial-up
modems,”he says. “
It costs a bit more, but you get more
bandwidth to your house.
“
The tel-co companies provide the service to residents;
we take the data and ship it to the Internet, and from the
Internet back to the user,”Wamick says. “
With all five
telephone cooperatives together, we probably have more
residential users than US West.”
Vision Net was formed five years ago, became an Internet
service provider a year later, and in February 2000 they began
offering ADSL service after eight months o f intensive testing.
“
It’
s been a scramble to keep up with it,”Wamick admits.
But by sharing resources, the five tel-co companies can
afford two o f the beefiest T3 lines— one linked to Seattle,
one to Calgary. “
The customer benefits,”he says, “
because
there is no bottleneck. And a T3 line has 28 times the
bandwidth o f a TI line.”
Building on their access to this high-tech infrastructure,
Vision Net continues to grow. Wamick says the company is
finalizing plans for a 24-by-7 alarm-monitoring center that will

H elp Wanted
It's Dr. Christian Stryker'sjo b at UM's Information Technol
o g y Resource Center to train not only students soon entering
the workforce, but also to keep seasoned professionals up-todate with ever-changing technologies.
"We can't attract the high-tech industries unless w e have
the trained peop le to use them," says the ITRC's associate
director.
Though people talk about h ow Montanans must leave the
state to get well-paying, hands-on experience in technology
industries, many employers would disagree. So d o statistics.
Employers in April offered an average starting salary o f
$48.951to the nation's college graduates entering the
computer technology field, according to a monthly index from
Jobtrak.com, an online jo b listing and resume service. The
average computer j o b salary out-ranked every other category.
Likewise. Montana employers are willing to pay top dollar
w hen candidates have the appropriate skills.
At Allag.com in Bigfork, Mary Bryan has hired several
people w h o have chosen to relocate or return to Montana,
citing qualify o f life as more important than high wages.
She says, "The state needs to encourage g o o d peop le to
stay here for businesses to grow. W e have had great success
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bringing peop le to Montana. When you graduate from
college and want a professional career in Montana, there
aren't a lot o f high-tech businesses in Montana."
Her com pany has had great success recruiting employees
through local newspapers and online jo b postings at the
Allag.com w e b site, as well as other job-listing sites.
In Cutbank, Jim Erikson o f Streaming Solutions, Inc., is
looking to hire n ew employees.
"We are g o in g to try to use as many peop le as w e can
here in the state," h e says. He foresees a high number o f
applicants w h o have industry experience and want to return
or relocate to Montana.
In Missoula, Vanns, Inc., is always looking for people
experienced in Internet technologies, and is willing to pay
whatever the market demands, com pany President G eorge
Manlove says.
But it's not just peop le entering the jo b market w h o need
know ledge specific to tod ay’
s high-tech business needs. The
Information Technology Resource Center continues to offer
numerous courses to business peop le w h o n eed to stay
abreast o f the ever-changing W eb technologies. For more
information on ITRC, call (406J 243-5350.
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provide network protection services to other fiber optic
companies.
In addition to its ADSL services, Vision Net plans to add
Billings to its list o f local dial-up areas— which already
includes two-thirds o f Montana’
s rural areas.
“
We are about to deploy [local dial-in access] in Billings
through Skyland Technologies. It’
s pretty attractive,”
Wamick says. “
It’
s a facility that offers the environment
that we need... robust connections, fire protection, and
power outages don’
t affect us. And we can connect to
other multiple-bandwidth providers— MCI for example.”
(See sidebar, page 13).

Vanns.com

After working through a year o f corporate development,
Vanns.com went live in July, 1998, generating sales from
faraway customers they could not otherwise reach.
“
Because Vanns has a physical presence across
Montana, 99.5 percent o f our online customers live in other
states,”says John Engen, director o f Vanns Media Services.
Engen is the man who put Vanns.com together for the
privately-held Montana company that sells, installs, and
provides maintenance for appliances and consumer
electronics from its stores in seven Montana cities.
“
By the nature o f the products we sell, they can be
shipped anywhere in the country,”says George Manlove,
president o f Vanns, Inc. “
I can count the number of
Montana customers who bought from us (online) last
month on my right hand. It doesn’
t matter where you live
to start selling on the Internet.”
Buyers can purchase consumer electronics— audio and
video systems for home and auto— from the Web site, and
major appliances will soon be available online.
One advantage o f Internet shopping is that it provides
customers with a high level o f personalization. For example,
shoppers can conveniendy search for items in several
ways— by manufacturer, price, size and features.
Still, Engen believes the personal touch is important.
“
Part o f our philosophy is that in the world of
commodities, the only way we can compete is in service,”
Engen says, which is why they employ full-time support
people to man the phones when Internet customers have
questions.
In addition to good service, Vanns.com tries to make it
easy for people to do business with them, stressing customer
privacy, security, and an easily-understood return policy.
Being an authorized dealer o f major name-brand
electronics makers for more than 40 years gives out-of-state
customers a better sense o f security when doing business
online. The fact that Montana doesn’
t have a sales tax
gives Vanns a definite edge, Engen says.
“
Sales tax is an issue,”Engen admits. “
It’
s certainly
something we advertise and capitalize on.”
One area o f growth Vanns is looking forward to is the
increasing availability o f Internet access, via both

traditional telephone lines and through cellular technology
that will allow people to use their mobile phones for Internet
and e-mail transactions.
“
The more convenience we can provide, and the more
we can use technology to interface with these emerging
technologies, the better we will be.”
Engen insists that whether Vanns sells its merchandise
from the showroom floor or on the worldwide web, the
fundamental philosophies of business remain the same. “
Is it
a good product, at a fair price? D o we have excellent
customer service? D o we care about our customers?”he
asks. “
We’
d like to think we can continue on a track like
that.”
Vanns.com has hired an independent market research
firm to monitor the satisfaction o f its Internet customers,
and enjoys what Engen calls “
an incredibly high approval
rating.”
“
The web consumer is highly sophisticated and remains
loyal. They will inform others when you do a good job,”he
says.

Technical Considerations
Customer satisfaction depends on many variables,
though. Manlove and Engen both speak o f tackling
Montana’
s lack o f easy access to the information
superhighway.
The Vanns.com domain is hosted by Bigsky.net, a
Missoula-based Internet Service Provider. Manlove says
they are content with the service provider, but buying
bandwidth secondhand raises the cost significantly.
“
There’
s nobody who has enough memory to support live
video in Montana,”he says.
When the first network access point (NAP) becomes
available in Montana, and if it’
s cost-effective, Manlove says
Vanns may be ready to sign up.
Vanns Media Services has developed its Web site inhouse, keeping the cost o f maintaining the site affordable
and making sure it is easy to find on the Internet.
Engen says people using the major search engines when
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shopping for home electronics come across Varms.com fairly
easily, and typically phone the 800-number to place an order.
“
Our merchandise is easy to find,”Engen explains, adding
that the big breakthrough in Vanns.com sales came when the
company began placing items on the auction block at
Ebay.com, the highly popular web auctioneer that charges
Vanns a base transaction fee. “
It’
s the competitiveness of
human nature at work. Ebay is more or less free advertising.”
“
The first year, the orders trickled in. Ebay escalated that.
In December 1999, we had $1 million in sales from Vanns.com,
and all this is new business from outside Montana, mostly from
the (East and West) coasts,”Engen says.
That same month, Engen says their contracted shipping
rates with United Parcel Service were especially valuable. “
We
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moved somewhere around 1,200 packages a week from our
warehouse.”
“
It’
s been a surprisingly successful experiment,”he says.
“
All dot-coms— for that matter, all businesses— are an
experiment. The ones that suffer are the ones that stop
experimenting.”
E-business and information technology are important topics
for Montana and will be explored further at the 26th Annual
Economic Outlook Seminar held in various locations
throughout the state.O
Amy Joyner is a freelance writer based in Missoula,
Montana.

GLOBAL BUSINESS

Global Business and the
Smaller Company
by Nadar H. Shooshtari and Jack Reece

T

he idea that global business is the exclusive purview
o f large corporations must change. Too many smaller
companies, including many in Montana, are missing
opportunities for growth through exports. Promoting
products and services in larger international markets often
results in profitable sales— and subsequent profits— for
those with the motivation, competency, and willingness to
make use o f help available from state and federal agencies.
Despite increasing overseas opportunities, some
businesses are not interested in exporting because they are
comfortable in the domestic economy. This situation is
dangerous because the global economy— with its
accelerating pace o f change and ever-newer information
technology—brings competition from unexpected places.
Thus, small businesses are not always safe and stable within
their supposed niches.

Small U.S. companies have a cultural disadvantage
relative to most equivalent-sized firms elsewhere in the world.
The immense size o f the domestic market has heretofore
provided sufficient business challenge, with little need to
learn other languages, other customs, or other ways of doing
business. By contrast, European and Asian businesses have
acquired the skills, networks, and support needed in the
global marketplace, and have been involved in international
business for a long time.
The authors recently completed a study o f companies with
less than 500 employees in the northwestern United States to
gauge their successes, failures, and needs in the international
market. Coupled with an extensive review o f the findings of
other investigators, this study provides insight into the
characteristics o f these companies, conclusions on the special
assistance they require, and directions for future growth.
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Background

Table 1
Highest Level of Interest in Specific Services
Northwest

MT

International market research

10%

6%

Promotion of own product/services

36%
6%

44%
10%

Web site with trade information and events

10%

13%

Contacts with firms having trade leads

15%

8%

9%

2%

Calendar of trade events

Payment risk evaluations and trade finance

Table 2
Major Challenges Facing Small/Midsized Firms in
International Business
Northwest

MT
35%

Searching for distributor/agent

47%
48%

Managing shipping operations

27%

31%

Redesigning product or packaging

19%

23%

Finding trade leads

38%

Table 3
Most Helpful Services Provided by Agencies
Northwest

MT

Obtaining information about exporting

29%

Trade leads

22%

4%
19%

Distributor/agent search

10%

8%

Table 4
Leading Information Sources Used by Companies
Northwest

MT

In-house

46%

58%

Internet

42%

42%

Publications

50%

58%
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Small companies commonly exhibit the characteristics
listed below. They are:
• the backbone o f the domestic economy, creating two
out o f three new jobs and providing the risk-taking
innovation the U.S. economy requires,
• in a reverse role internationally, where the large
multinationals dominate the job creation and
innovation,
• in danger o f losing their edge as e-commerce evolves,
• not generally aware that constant, ever-faster change
is now a way o f life, and
• not attuned to the fact that protected domestic
business niche markets are rapidly disappearing as
more cross-culturally experienced, qualified foreign
firms enter global business— especially the attractive
domestic U.S. market.

The Study

The study was conducted by way o f a survey mailed to a
random sample o f companies from Montana, Idaho, Oregon,
and Washington. The sample was modified to assure that it
included a minimum o f 25 percent o f companies that already
are engaged in international business.
Out o f the sample, 42 percent said they are exporters,
with Canada, Mexico, and Japan leading the export
destinations. Eighty-one percent o f the respondents had less
than 50 employees and most (59 percent) were manufacturers,
with services and agriculture combining for the next 14
percent. The sample was asked questions about several topics
including:
• their interest in specific services,
• challenges to doing international business,
• helpful services and sources now in use.
The results are summarized in Tables 1-4.
Forty percent o f the firms— regardless o f whether they
were involved in exports— were interested in local, state, or
federal assistance o f some sort, with the highest interest in
the six services shown in Table 1.
Almost one-half o f the sample listed marketing as the
most challenging aspect o f conducting business internationally.
Many respondents wished to find trade leads and distribution
representation, with logistics o f export and product
modification as the next orders o f concern (Table 2).
Respondents also rated the services that state and federal
agencies provide. Montana firms were less supportive o f the
services than the four-state average in each category.
Montana firms also noted no help or advice being received
for export financing and less help received for managing
shipping operations.
To learn about products, competitors, and other
relevant information, respondents said they most often
use publications, in-house knowledge, and the Internet
(Table 4).
While Montana has local agencies that offer international
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business assistance, very few respondents (8 percent)
reported using them. Only 14 percent o f the overall sample
from all four states said they used agency assistance. For
information about agencies that provide assistance, contact
the U.S. Department o f Commerce Export Assistance
Center at (406) 542-6656 or the Montana World Trade
Center at (406) 243-6930— both located at The University
of Montana Gallagher Business Building. The U.S. Small
Business Administration, (406) 44T 1081, and the State
Department o f Commerce, (406) 444-4112— located in
Helena— can also point businesses in the right direction.
O ne particularly disturbing fact uncovered in the study
was that 16 percent o f all respondents had experience in
exports, but had abandoned the effort, or at least were not
now exporting. Qualitative answers indicated that the
experience could have been in ad hoc situations where the
work came to the company instead o f being the result o f a
planned strategy to enter the export market. A common
reason given for avoiding exports was the plentitude of
domestic business opportunities.
Some firms fail in their attempt at international business
for the same reasons any new domestic venture may fail—
lack o f understanding o f the new market and its risks. The
reasons the 16 percent abandoned international trade can
be summarized in three selective responses: “
We have
enough local work,”“
We engage in foreign trade .. .as they
ask. We do not solicit,”and “
It was a fluke sale.”This
complacency, lack o f strategy, and unwillingness to follow
up on success is troubling.

Major Findings

Three factors emerge related to the success o f smaller
enterprises in world trade. They are the firm ’
s motivation, its
competency, and its advocacy support. The following five
conclusions touch on all three categories and were evident
in the study:
1. The more rural states o f Idaho and Montana, and to a
certain extent Oregon, operate at a disadvantage with
respect to infrastructure. This disadvantage impacts business
operations such as transportation, knowledgeable logistic
support, and financial management. The latter includes
assistance with documentation, trade finance, and foreign
exchange risk, all o f which are difficult to obtain in
Montana.
2. Firms are generally enthusiastic about some types o f
government trade assistance at the local, state, and national
level, specifically services to either facilitate trade or to
perform outright advocacy o f products and services with
foreign governments and businesses. Interest in government
assistance was tempered, however, with apprehension in two
basic dimensions— efficacy o f the service rendered and
concern about government intrusion in company affairs.
Some respondents criticized trade missions as being too
general in nature, dominated by a political agenda rather
than a focus on specific needs o f the business members of

the group. The concern with government intrusion seems to
be an inherent characteristic o f the small, rural enterprise.
Thus, the impediments o f bureaucracy, paperwork, and
regulations call for careful consideration o f the mode of
government assistance. It should be “
user friendly,”providing
a sense o f confidence and comfort with the working
relationship.
3. Despite limited resources, many successful small
exporters accomplish market research and generate leads inhouse and on their own.
4. Motivation to enter international markets is limited at
some small firms. Lack o f commitment is manifested in
failure to follow up on one-time, ad hoc international
projects. Some firms believe the international market does
not provide an appropriate return for the required investment
o f time and money. They would rather concentrate on the
currently very favorable domestic market.
5. The most positive factor among those firms experienced
in international business is their optimism about continuing in
the marketplace, and their expectation o f growth in the
coming years. This optimism is encouraging and should help
others overcome the barriers and enter into international
business. As summed up by one optimistic realist: “
It is hard,
expensive, frustrating— and has huge potential.”

Conclusion

Is international business appropriate for every small- to
mid-sized company? Probably not. Small retail stores selling
undifferentiated products to local consumers will, in all
probability, not find success in the global marketplace.
However, a two-person shop, handcrafting unique canoes
and displaying an attractive Web site may have a good
chance.
The decision to compete internationally should not,
however, rest on a hunch— international opportunities and
threats should be fully understood. Firms should not be
complacent with business as usual— because change, rapid
change, is the only certainty for the future.
For these reasons, prudence demands that smaller
Montana firms examine the international market and at least
determine if the circumstances justify developing a strategy,
whether the core competencies are present and adequate,
and whether proper assistance is available. The choice of
participating— or not— in global business must be an
informed rational decision. □
Nadar H. Shooshstari is professor and chair of the
Department of Management at the UM School of Business
Administration. Jack Reece is UM’
s director of the Small
Business Institute.
The study was made possible because of the financial support
of The University of Montana-Missoula School of Business, the
Center for International Education and Research at the
University of Washington, and the Montana Export Assistance
Center.
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Speed
Limit
Laws

Figure 1
Speed on Montana Interstate Highways
(1980-1987, 1995-1997)

Does Speed Influence
Accidents and Fatalities1
by Andrew Hanssen

O

Variance in Speed
(85th percentile - 50th percentile)

Note: Speed variance is measured by determining the difference between
85thpercentile and median speeds. The greater the difference between the
two, the greater the range o f speeds at which cars are proceeding.
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n December 1,1995, Montana
eliminated its numeric speed limit,

replacing it with “
the basic rule,”a law stating
simply that all highway driving had to be done in
a“
safe and prudent”manner. Although state
officials denied that this meant Montana had no
speed limit (a publicity campaign was launched
that included billboards and bumper stickers
reading “
There is a speed limit, dude”
), heated
debate ensued over the effect o f the law on
driving speeds, accidents, and fatalities. News
reports from around the nation portrayed
Montana as the land o f reckless driving. Worried
observers predicted highway carnage; there were
even calls for a special legislative session to
consider the immediate enactment o f a numeri
cal speed limit. By contrast, supporters o f the law
celebrated the freedom that Montana saw fit to
give its drivers.
Amidst all the hoopla, the actual effect of the
basic rule on accidents and fatalities remained
little understood. Montana newspapers reported
accidents as they occurred, and even compared
the numbers o f accidents and fatalities from
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month-to-month and year-to-year, but
failed to take into account changes in
traffic volume and the possibility that
there was a longer-term trend under
way. Although tempers have cooled
and the debate has largely ceased since
the Montana Supreme Court reimposed
a numeric speed limit last year, a clear
understanding o f the ultimate effect of
the basic rule is important to the future
design o f effective and safe traffic laws.
This article examines what occurred
both before and after the December
1995 law change, analyzing monthly
data on traffic volume, accidents, and
fatalities from January 1992 through
December 1997— the three years
before the basic rule and the two years
after.

Figure 2
Volume of Traffic
1992-1997, Monthly

Speed and
Speed Variance

Many studies have investigated
speed limits and changes in speed
limits. Some have found higher limits
to be associated with more accidents
and fatalities. Others suggest that the
source o f accidents is not speed per se,
but variance in speed o f drivers (Lave,
1985). For example, a driver decides
whether or not to pull out or change
lanes based on what he or she expects
other drivers to do. The more the
speeds driven vary among drivers, the
less accurately a driver can predict the
speed at which others are traveling,
and the more likely an accident is to
occur. Thus, the basic rule may have
affected accidents and fatalities by
increasing average driving speeds in
Montana and/or by increasing how greatly those speeds varied
among drivers.
Between 1987 and 1995 (before the basic rule), Montana
drivers had a substantial increase in both median and 85th
percentile speed— each rose by more than five miles per
hour (Figure 1). Although median speed continued to
increase after the law changed, it does not appear to have
done so by more than the preceding trend would have
predicted. By contrast, the 85th percentile speed seems to
have jumped substantially.
This discrepancy is particularly significant given the link
between speed variance and fatalities documented in
Charles Lave’
s 1985 study published in the American
Economic Review. Lave measures speed variance by deter
mining the difference between 85th percentile and median

speeds. The median speed is the speed which half the driving
population exceeds (and half do not), while the 85th percen
tile speed is the speed which 15 percent o f the driving
population exceeds. The greater the difference between the
two, the greater the range o f speeds at which cars are
proceeding.
In contrast to average driving speed, which increased
steadily over the 1980s and 1990s (before the basic rule),
there is very little change in speed variance until after the
passage of the new speed law, whereupon it increases
dramatically (see bottom o f Figure 1).
In short, the change in the Montana speed law may or
may not have increased the median speed, but it certainly
appears to have increased the variance in speed. If speed
variance is an important contributor to accidents and

M on tan a B usiness Q uarterly/Sum m er 2000

21

SPEED LIMIT

Figure 3
Volume of Traffic
1992 -1997, Annually

that reversed itself the following year. Fatalities
also increased over time, but at a slower rate than
accidents, at least until 1997. The unusually high
number o f fatalities in the months o f August and
(to a lesser degree) September o f 1997 explain
1997’
s rise vs. previous years.
Figure 4 graphs the annual accident and
fatality rates, each divided by the volume of
traffic. It is apparent that the number of accidents
per vehicle mile traveled had been increasing for
some time before the law change. By contrast,
fatalities per vehicle mile traveled remained fairly
constant until 1997. As a result, fatalities per
accident fell steadily until 1997— see the bottom of
Figure 4.1996, the first year after the speed law
change, saw a particularly large drop in the
number o f fatalities per accident, although
fatalities picked up again in 1997.
Comparing Montana to Idaho, Wyoming, and
South Dakota— states with similar weather,
road, and traffic conditions— it appears that
Montana accidents have been increasing
relative to those of surrounding states since at least
1993, before foiling back in 1997. By contrast,
Montana fatalities compared to fatalities in
surrounding states were roughly constant until
1997, with its unusually high August fatality
level. There is little to suggest that Montana’
s
basic rule resulted in rates o f accidents or fatalities
different from those o f neighboring states with
numeric speed limits.

Summary

fatalities, it seems logical that the incidence would have risen

after the change in the speed law.

Accidents and Fatalities

The volume o f traffic and number o f accidents and
fatalities on the state’
s rural interstates, rural primary, and
rural secondary routes increased steadily over the five-year
period from 1992 to 1997.
One interesting difference between accidents and
fatalities is that the number o f accidents peaks in the winter
months when volume o f traffic is low but road conditions are
bad (Figure 2). By contrast, the number o f fatalities peaks in
the summer months, when the volume o f traffic is highest
and out-of-state drivers are most prevalent.
Figure 3 presents the same data on an annual basis. Note
the steady growth in the volume o f traffic and a correspond
ing growth in accidents. In 1996, accidents appear to jump
by an amount in excess o f the longer-term trend; however,
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There is little evidence that the December
1995 change in the Montana speed law in
creased either accidents or fatalities. The
accident rate did indeed rise slightly in the year
following the change, but that reversed itself a year later.
And although fatalities appear to have increased in 1997, not
only is that a full year after the law change, but it reflects
primarily an unusually high incidence in one particular
month— August.
How can this be? Shouldn’
t accidents and fatalities rise in
the absence o f a numeric speed limit? There are several
possible explanations. Perhaps the enforcement o f the
previous speed limit was loose enough that the new law did
not fundamentally alter existing driving behavior (of course,
that would fail to account for the rise in speed variance
that followed the law change). Alternatively, we may have an
example o f offsetting effects. Montana drivers, recognizing
that speeds were increasing, may have taken countervailing
action— they may have driven more alertly, if not more slowly.
O r perhaps the density (or lack thereof) o f traffic in Montana
means that higher speeds may be driven without much
additional danger. However, given that the basic rule had

SPEED LIMIT

Figure 4
Accidents per Vehicle Mile Traveled

Fatalities per Vehicle Mile Traveled

Fatalities per Accident

so little apparent effect, it would be unreasonable to conclude
that reimposition of a set speed will either prevent accidents or
save lives in Montana. □
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E-Business Among
Montana Manufacturers
by John Baldridge

M

ost o f Montana’
s largest manufacturing plants—
• 13 percent took customer orders over the Internet,
85 percent— reported using some e-business
• 11 percent said a computer network linked them to
method in 1999, and almost 92 percent planned to use
other plants or offices in the same company,
e-business methods in 2000, according to a survey conducted
• 7 percent said they were linked with suppliers via an
by The University o f Montana-Missoula Bureau o f Business
electronic data interchange system,
and Economic Research.
• 3 percent o f said they conducted their banking online.
The survey found that Montana manufacturers typically
The Bureau obtained this data through a survey o f the 114
used e-mail and had a company Web site; most were not yet
largest manufacturing plants in Montana. The purpose o f the
involved in more sophisticated e-business methods such as
survey was to gauge the Montana manufacturing industry’
s
banking, buying supplies, and taking customer orders. O f those
current condition and the outlook for 2000. Ninety plants (79
e-business- practicing plants, 60 percent reported using e-mail,
percent) completed the questionnaire.
□
while 40 percent said they maintain a Web site. Most used their
Web sites for marketing purposes.
Other findings about plants that use e-business methods
John Baldridge is the Bureaus director of survey
include:
development.
• 15 percent purchased supplies or equipment over the
Internet,

Figure 1
E-Business Methods,
Montana Manufacturers
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T h e N ex t S t a g e

Get Ready
Montana The Next Stage
in Banking Has
Arrived.
Norwest and Wells Fargo have teamed up to deliver a new level of
products and services and a broader range o f investment options than ever before.
Stop by any o f our convenient Montana locations- you'll discover that our
sign outside has changed but we've still g ot all the same great people inside.

rivate Client Services: Billings, Bozeman, Butte, Great Falls, Helena, Kalispell, Missoula, Montana, Casper, Cheyenne, Wyoming.
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